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To the Honorable Members of the
Board of Supervisors ol'the County of Alpine

Markleeville. Califomia

In planning and performing our audit ofthe financial statements ofthe County of Alpine as ofand
for the year ended June 30, 2008, u'e considered the County of Alpine's intemal control over

financial reporting as a basis for designing our auditing procedures for the purpose ofexpressing ow
opinion on the financial statements, bu1 not for the purpose of expressing an opinion on the

effectiveness ofthe County ofAlpine's intemal control over financial reporting. Accordingly, we do
not express an opinion on the effectiveness ofthe County of Alpine's intemal control over frnancial
reporting.

A control deficiency exists *'hen the design or operation ofa control does not allou'rnanagement or
employees, in the normal course of performing their assigned functions. to prevent or detect
misstatements on a limel,v basis. A significant deficiency is a control deiiciency. or combination of
control deficiencies, that adversely affects the entity's ability to initiate, authorize, record. process, or
report financial data reliably in accordance with generally accepted accounting pdnciples such that
there is more than a remote likelihood that a misstatement of the entity's financial statements that is
more than inconsequential will not be prevented or detected by the entiry*'s intemal control,

A material weakness is a significant deficiency. or combination of significant deficiencies. that
results in more than a remote likelihood that a material misstatement of the financial statements will
not be prevented or detected by the entity's intemal control.

Our consideration of intemal control over financial reporting was for the limited purpose described
in the first paragraph and would not necessarily identifo all deficiencies in internal control over
financial reporting that mighl be significant deficiencies or material weaknesses. In addition,
because ofinherent limitations in inlemal control, including the possibilitl, ofmanagement override
of controls, misstatements due to error or fraud may occur and not be detected by such controls. We
consider the folloi.r,ing deficiencies to be significant deficiencies or material weaknesses in internal
controls as reporled within the Schedule of Findings and Questioned Costs of the Single Audit
repon:

Finding 08-FS- I : Significant Deficiency: Preparation of the Schedule of Expenditures of Federal
Awards
Finding 08-FS-2: Signiticant Deficiency: Classification ofTrust Fund Accounts
Finding 08-FS-3: Significant Deficienc-v: Use ofAccounting System
Finding 08-FS-4: Material Weakness: Processes to Identifr Deferred Revenue Balances

915 HishlaDd Pointe Dnve, Sui te 45o .  Rosevi l le ,  CA 9567a 511a
tel ,  916.784.7800 r  fax:  916.784.7850 .  wwweal l ina.com
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To the Honorable Members of the
Board of Supervisors of the County of Alpine

Markleeville, Califomia

Finding 08-FS-5: Significant Deficiencl,: Controls to Ensure Accuracl' and Compleleness of
Financial Statement Disclosures

We previously reported onthe County's intemal control in our report dated June 5, 2009. A separate
report dated June 5. 2009. contains our reporl on the significant deficiencies and material weaknesses
in the County's intemal control and identified above. This letter does nol af]'ect our report dated
.lune 5.2009, on the financial statements ofthe County of Alpine.

However, during our audit ue became aware of several matters that are opportunities for
strengthening internal controls and operating efficiency. The nemorandum that accompanies this
letter summarizes our comments and suggestions concerning those matters.

This report is intended lor the use of management, the Board of Supervisors, the Grand Jury and
officials ofthe federal and state grantor agencies and should not be used by anyone other than these
specified parties.

We thank the Count]"s staff for its cooperation during our audit.

Roseville, Califbmia
June 5. 2009
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COUNTY OF ALPINL,

Management Reporl
Required Communication

For the Year Ended June 30, 2008

We have audited the financial statements ofthe governmental activities. the business-qvpe activities.

each major fund, and the aggregate remaining fund information of the county of Alpine (counry) for

the year ended.Iune 30,2008, and have issued our report thereon dated.Tune 5,2009. Professional

standards require thal u'e provide you with the following information related to our audit.

The Auditor's Responsibility under U.s. Generally Accepted Auditing standards and oMB

Circular A-133

As stated in our engagement letter dated June 5, 2008, our responsibility, as described by

professional standards, is to express opinions about whether the financial statements represented by

manageme t with your oversight are fairly presented, in all material respects, in conflormit.v w{th

U.S. generally accepted accorinting principles. Our audit ofthe financial statements does not relieve

you or management of your responsibilities.

In planning and performing our audit. we considered the County's internal conlrol over financial

reporting in order to determine our auditing procedures for the purpose ofexpressing our opinions on

the financial statements and not to provide assurance on the intemal control over financial reporting.

We also considered internal control over compliance with requirements that could have a direct and

material effect on a major federal program in order to determine our auditing procedures for the

purpose of expressing our opinion on compliance and to test and report on intemal control over

compliance in accordance with OMB Circular A-133.

As part ofobtaining reasonable assurance about whether the County's financial statements are free of

material misstatement, we performed tests of its compliance with certain provisions of laws.

regulations, contracts and grants. noncompliance with which could have a direct and material effect

on the determination offinancial statement amounts. However, providing an opinion on compliance

with those provisions was not an objective of our audit. Also, in accordance with oMB

Circular A-133, we examined. on a test basis. evidence about the County's compliance with the types

of compliance requirements described in the U.S. Office of Management and Budget (OMB)

Circular A- I 33 Compliance Supplement applicable to each of its major federal programs for the

purpose of expressing an opinion on the County's compliance with those requirements. While our

audit provides a reasonable basis for our opinion. it does not provide a legal determination on the

Counlv's compliance with those requirements.

Planned Scope and Timing of the Audit

We performed the audit according to the planned scope and timing previously communicaled to you

in our engagement letter daled June 5, 2008.
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COUNTY OF ALPINE

Management Report
Required Communication

For the Year Ended June 30, 2008

Significant Audit Findings

Si gni.f ic ant Ac c oun t i ng P o I i c i e s

Management is responsible for the selection and use of appropriate accounting policies. ln

accordance with the terms of our engagemenl letter. we will advise managemenl about the

appropriateness ofaccounting policies and their application. The significant accounting policies used

by the County are described in Note 1 to the financial statements. No new'accounting policies u'ere

adopted and the application of existing policies was not changed during the year. We noted no

transactions entered into by the County during the year for which there is a lack of authorilative
guidance or consensus. There are no significant transactions that have been recognized in the

flnancial statements in a different period than when the ffansaction occurred'

Accounting Eslimates

Accounting estimates are an integral part ofthe financial statements prepared by management and
are based on management's knowledge and experience about past and current events and
assumptions about future events. Cerlain accounting estimates are particularly sensitive because of
their significance to the financial statements and because of the possibility that future evenls
affecting them may differ significantly from those expected. The most sensitive estimate(s) aflbcting
the financial statements were:

Accrual and disclosure of compensated absences: Management's estimate is based on

information collected in the County's payroll system using current pay rates and past

experience on employee use ofcompensating time-off. Our audit agreed balances reported in
the financial statements to those in the County's payroll syslem
Capital asset lives and depreciation expense: Management's estimate is based on past

experience. We scanned depreciation listings for reasonable compliance to this approach.

Allowance fbr uncollectible accounts: Management's estimate is based on past experience
and subsequent collections. We inquired with management on the need for allowances.

Claims liability: Managemenl's estimate is derived from actuarial valuations obtained from

experts. We confirmed the balance of the claims liabilit"v reported in the financial statements
with third parties responsible for actuarial reports.

Difficulties Encountered in Performing the Audit

We encountered no signilicant difficulties in dealing wilh management in perlbrming our audit.
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COUNTY OFALPINL

Management Report
Required Communication

For the Year Ended lune 30, 2008

Corrected and Uncorrected l\{isstatements

Professional standards require us to accumulate all known and likely misstatements identified during

the audit, other than those that are trivial, and communicate them to the appropriate level of

management. The following summarizes uncorrected misstatements of the financial slatements.

Management has determined that their effects are immaterial, both individually and in the aggregate.

to the financial statements taken as a whole.

I . An adjustment to include capital assels purchased in prior years having a net book value of

$108,705, as ofJuly 1.2007.

The material misstatements noted belou' *'ere detecled as a result of audit procedures and were

conected by management. These adjustments. in ourjudgment, indicate matters that could have a

significant effect on the County's financial reporting process:

1. An adjustment of $382,739 to record the beginning balance of defened revenues in the

County's general fund.
2. Two adjustmenls to record additional accounts payable in the amount of$l06,475, that was

not identified bl the County during its closing process.
3. An adjustment to record tares receivable, as ofJune 30, 2008, in the amount of$393.784.

4. An adjustment to reduce current year revenues in the amount of $260,244 for revenue that

were not available and therefore, should have been deferred.
5. Correction to transfers of $247.426 so that balances reported for transfers in agreed to

balances reported for transf'ers out.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement rvith management as a

matter, $.hether or not resolved to our satisfaction, concerning a financial accounting. reporljng. or

auditing matter that could be significant to the financial statements or the auditor's report. We are

pleased to report that no such disagreements arose during the course ofour audit.

Management Representations

We have requested certain representations from management that are included in the management

representation lelter dated .lune 5. 2009.

Consultations with Other Independent Auditors

ln some cases. management may decide to consult with other accountanls about auditing and

accounting matters, similar to obtaining a "second opinion" on certain situations. Ila consultation
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COUNTY OFALPINL

Management Repon
Required Communication

For the Year Ended June 30, 2008

involves application ofan accounting principle to the governmental unit's financial statements or a

determinalion of the t,vpe of auditor's opinion that may be expressed ou those statements, our
professional standards require the consulting accountanl to check with us to determine that the

consultant has all the relevant facts. To our knowledge. there were no such consultations with other

accountanlS.

Other Audit Findings or lssues

We generally discuss a variery of natters. including the application of accounting principles and

auditing standards, u.ith management each year prior to retenlion as the County's auditors. Ho\\ever,

these discussions occured in the normal course ofour professional relationship and our responses

\\'ere not a condition to our retention.

As noted in our report on the County's intemal control, dated June 5, 2009, $€ consider the

follo*'ing deficiencies to be significant deficiencies or material weaknesses in intemal controls as

reported within the Schedule ofFindings and Questioned Costs ofthe Single Audit report:

Finding 08-FS-1: Significant Deficiency: Preparation of the Schedule ofExpenditures of Federal

Awards
Finding 08-FS-2: Significant Deficiency: Classification of Trust Fund Accounts
Finding 08-FS-3: Significant Deficiency: Use of Accouniing System
Finding 08-FS-4: Material Weakness: Processes to Identily Deferred Revenue Balances

Finding 08-FS-5: Signilicant Deficiency: Controls to Ensure Accuracy and Completeness of

Financial Statement Disclosures

I

I
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COUNTY OF ALPTNE

Management Report
For the Year Ended June 30, 2008

VEAR END CLOSING PROCEDURES - RECEIVABLES

Criteria

Slate and local govemments should maintain an accounting system that adequately provides all of

the data needed to allow for the timely preparation of financial statements in conformity r.vith

generally accepted accounting principles. Financial statements prepared in accordarrce with

generally accepted accounting principles should include all revenues pertaining to the reporting year

and ou'ed to the enrity regardless of when the corresponding cash is collected. Likervise. all

expenses ou'ed by the entity'should be included regardless ofwhen the liability is paid.

A closing process that involves input from others and adheres to a well-documented process having

assigned responsibilities and due dates results in accurate and complete account balances.

Condition

The County's financial system automatically captures revenues collected in a subsequent period

provided the amount is deposited into the County's Treasury within 45 to 60 days after the end ofthe

fiscal year. For revenues collected after this period, the Auditor-Controller's Office perfbrms a

review ofall funds with deficit fund balances to identifl potential receivables.

Cause

Deficit fund balance is not necessarily an accurale indicator of incomplete revenues and receivables.

A fund may have a significant fund balance accumulated from years of activity yet still have an

outstanding receivable. A fund may also have a deficit fund balance accumulated from years of

activity yet have no outstanding receivable. The deficit may have been caused b.v overspending or

unallowable granl expenditures.

Effect or Potential Etfect

Revenues and receivable balances are incomplete resulting in an audit adjustment to the County's

financial statements. Statement on Auditing Standards No. 112 requires the auditor to consider

material audil adjuslments as at leasl a significant deficiency and a strong indicator ofa material

weakness in intemal control over financial reporting.

Recommendation

We recommend the Ccrunty request County departments to provide the Auditor-Controller's Office

with an estimale of outslanding receivables al the end of each fiscal year, along with appropriate

documentation to suppofi the existence ofthe receivables. Consideration should be giving to having

departments submit receivable (and payable) information using a standardized form. Departments

should be trained so that they well understand the accounting terms used and the nature of the

information being requested. Due dates should be established, communicated and monitored.

1



I
I

I
I
I

I
I
I

I
I
I
I

I

I

COUNTY OF ALPINE

Management Report
For the Year Ended June 30, 2008

Management ResDonse

The Auditor-Controller will implement standardized end of year closing procedures u'hich will

incorporate the SAS I 12 accounts receivable requirements and meet with departments to train fiscal

managers.

TRANSFERS

Criteria

GAAP define an interfund transfer as a flow ofcash or other assets from one fund to another when

there is no reciprocating flo*'ofany item ofvalue back to the fund originating the lransfer and no

liability is created for the receiving fund to repay the originating fund. In essence, a lransf'er

constitutes a gift or subsidy liom one fund to another. When such a transfer is recorded. the

incoming transfer recorded in the receiving fund must be identical in amount to the outgoing transf'er

recorded in the paying fund. Both funds should be funds included in the County's reporting entity.

Condition

During our audit. we noted that amounts recorded to account number 38104, transfers in. did not

agree to amounls recorded to account number 59500, transfers out. Reconciling iletns that vve

primarily noted u'ere:

1 . Transfers out totaling $ I 40.41 9 in the BT-Emergency Pre fund (fund 273) for salary costs
incured in another fund. The other fund should have recorded a transfer in or the BT-

Emergency Pre fund should have recorded the transfer ou1 as salary costs.
2. Transfers in totaling $32,000 to the general fund from the public works' engineering

trust, an agency fund. The general fund should have recognized this as revenue-

3. Transfers out totaling $41,778 from the Counly's general fund to school-related funds.

Schools are excluded from the County's reporling entitv. Translbrs oul should have been

reported as functional expenditures.

In prior year audits. we have noted that the total amounl recorded as transfers in did not equal the

total amount recorded as transfers out. In those years, reconciling items were l-ar more numerous

than the three identified above. This past fiscal y'ear, the County Auditor-Controller's Office adopted
an interfund policy that ifexecuted correctly. ensures transfers reconcile to each other. The County's
Auditor-Controller's Office has made significant improvements in correcting this situation.

Cause

The County's policy for recording transfers is either incomplete or not adhered to for all transactions.
During the closing process. the County does not prepale a schedule of transfers showing the

receiving and paying funds. This schedule should be agreed to amounts posied in accounts 38 1 04

and 59500 and adjustments made if amounts do not agree.
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COUNTY OF ALPINE

Management Repon
For the Year Ended June 30, 2008

Recommendation

We recommend the Auditor-Controller prepare a schedule of transfers by listing the amounts, the

receiving fund and the paying lund. During the closing process, this schedule should be agreed to

amounts recorded to accounts 38104 and 59500.

Management Response

The Auditor-Controller has developed a schedule and monitored the 38104 and 59500 accounts to

ensure the transf-ers are reconciled.

SUPERVISOR APPROVAL OF TIMESTUDIES

Crileria

The Califomia County Wellare Department Cost Allocation Plan relies heavily on the accuracy of

the time studies. The time study hours control the allocation of administrative costs to the larious

programs administered by County Social Services Departments. These time studies must be signed

and certified by the employee as a "true and accurate report" ofthe employee's activity. As well.

the supervisor must certify that the time study is. to the best of his knowledge, accurate and

compf ete. Cali/brnia-DBP-ll[anual-Fiscal $ 28-81 1.

Condition

Department of Social Services employees perform time studies during the middle month of each
quarter, as required by the stateu'ide Califomia County Welfare Depaltment Cost Allocation Plan

(CWD CAP). The allocalion of costs under the CWD CAP are based upon these time studies. We

tested employee time studies and noted several that \\'ere not cerlified by a supervisor as required.

Effect of Condition

It is difficult for the County to comply with this requiremenl due to the small size ofthe Depallment.

In most cases the only supervisor for the employees that are required 1o do time studies is the

Director of the Health and Human Services Department. However. without a supervisor's

certification ofthe time sludies, the County is not compliant with this state regulation.

Recommendation

We recommend that employees' supen,isors or, if necessary. the Director of the Department certil]

each time study. Alternatively, the Department might atlempt to obtain a written u'aiver of this

reouirement from the stale.

I
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COUNTY OF ALPINE

Management Reporl
For the Year Ended June 30, 2008

Manaqement Response

The County has had changes in the Director of Health and Human Sen'ices. The current supervisots

and management staff are very attentive to the need to sign time studies. Staff is communicating

with the State to determine if a u'ritten waiver of this requiremenl is available.

RECOGNITION OF BUILDING FEES

Criteria

Califomia Government Code Sections 54985 and 60014 and Health and Safety Code Section I 795 I

require the County Board of Supervisors to set fees fbr plan review and building permits and

inspections approximately equal to the costs of providing the services. Payment of fees is

cuitomarily required prior to the performange of any services. Fees paid may be partiall-v refundable

depending on the type offee and the extent to which services have been rendered by the Counly. but

developers forfeit their rights to f'ees after projects reach a certain critical point, even ifthe project is

subsequently withdrawn. Fees collected in advance should be recognized as revenue al the time they

are earned, either by performance of the associated serv'ices or by forfeiture of the fees by the

developer.

Condition

During audit fieldwork, we performed on-site interviews at the Building Department. During the

interviews, 11,e learned that when a developer pays upfront fees for a significant building project,

such as a condominium or large commercial projecl, the fees are deposited into a trust account

managed by the Building Department. The Departmenl's intent is 10 move funds out of the trust

account and inlo the building fund as revenue when services are performed and revenue i.s eamed.

However, for one large project we examined during our revier,l', we noted a significant delay betrveen

the date that revenue had been earned due to forfeiture of funds b,v a developer, and the date those

funds were moved into the Building Department's revenue line. The delay gave the appearance that

funds were incorrectly transferred to meel budget requirements. Upon further examination, it

appears that the transfer offunds itselfu'as appropriate. even though it should have occurred earlier

at the time the revenue was earned.

Cause

The future oflarge projects is somelimes unpredictable, and developers withdraw and resubmil plans

depending on changes in available financing and market requirements. The uncertainty created b.v

this behavior sometimes raises questions regarding the timing ofrevenue recognition. lncentive also

exists to average out spikes and declines in Building Department revenue over time.
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COUNTY OF ALPINL

Management Report
For the Year Ended June 30, 2008

Effect of Condition

Delays in revenue recognition could result in revenues for the Building Depafiment that are

misstated. This issue is discussed more generally in Finding 08-FS-4.

Recommendation

We recommend that the Building Departmenl adopt a policy discussing the various types of revenue

received and identifiing the triggering events that result in revenue for the Countl' being earned.

Transfers from the Building Depafiment trust funds u'ould then be made at the limes prescribed by

policy when revenues are earned.

Management Response

Alpine County identified the practice as problematic and contacted Gallina for audit assistance. As

part of budget reductions the building departmenl was consolidated into the Community

Development Agency with a new Director overseeing operation. The department is contracting with

t$'o entities to assist with the review and recommendations of modified policies and procedures, as

well as a 1'ee study review. Policy will be developed to ensure the appropriate processing ofrevenue.

l l
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COI. NTY OF ALPINE

Status of Prior Year Recommendalions
As ofJune 30,2008

Recommendations

Construction in Process

We recommend that the Countl establish w'ritten procedures to identifr
construction in progess as part of i1s year-end process. Furthemrore.
upon completion ofthe project. the amounts in construction in progress

should be transfened to a building, improvement or infrastructure asset

and depreciation should commence.

Accounts Receivable

We recommend that the Countl, consider additional steps in its year-end

closing process to strengthen it in the future. Such steps might include
requesting that County departments provide estimates of outstanding
receivables at the end ofeach fiscal year, along with documentation that

the County has eamed the right to receive the revenue. In addition, the

County should obtain updated property taxes receivable amounts at year

end to include in i1s financial statements.

Transfers and Reimbursements

We recommend that the Auditor-Controller's office adopt a policy that
entries to the incoming lransfer accoultt may only be made if a
corresponding entry is also made to an outgoing transfer account.
Currently, the Count-y has designated one account number in its chart ol'
accounts for transfers in (38104) and one account number for transfers
out (59500). If the County wishes to organize its transfers into sub-

calegories. management may decide 10 create and designate additional
accounts as incoming or outgoing transfer accounls. Whether or not the
County elects to designate additional accounts, however. we recommend
that an appropriate staff member balance the incoming and outgoing
transfer accounts on a periodic basis so that an1, discrepancies can be
quickly identified and corrected.

Trust Fund Accountine

We recommend that the Auditor-Controller's Ofllce create new funds in
its accounting system to account fbr the activity of governmental trust
funds rather than accounting for all activity in a combined fund and then
relaying data into spreadsheets. The Auditor-Controller's Office has made
significant progress by closing out several of the governmental trust
funds, but the balances ofthe remaining funds could result in material
misstalements ifnot accounted for correctly.
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COUNTY OF ALPINL

Status of Prior Year Recommendations
As ofJune 30,2008

Recommendations

Single Audit Corrpliance Requirements Generally

We recommend that the County implement procedures which require tl.rat

on any I'ederally-funded transaction. which equals or exceeds $25,000 or

for any amount uith a subrecipient. that the County check to make sure
thal the other party 1o the transaction is not suspended or debaned. Lists

ofsuspended and debaned parties are available online from the Excluded
Parties Lisl S.vstem at <b1pi4uu{.ed!,go-y>.

Status

Implemenled.


